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The New Year 


It is generally conceded that the year 1939 will be much better from 
a business point of view than was 1938, at least all the experts so state. 
Roger W. Babson, probably the best known of American Business Econ- 
omists, comes out boldly to the effect that 1939 will be the best year that 
Canada has ever known. Similarly Hon. Charles A. Dunning, Minister 
of Finance at Ottawa, looks for a great year for Canadian business during 
1939, 

Says Mr. Babson: 

“IT am convinced that Canadian business in 1939 will average 
higher than any previous year in her entire history. There is terrific 
momentum behind the growth of Dominion business, and 1939 should 
see general activity rise 15 per cent. over 1938. Workers, farmers, 
salesmen, merchants, manufacturers and investors should all share in 
this new march to prosperity.” 

Mr. Babson goes on to state that the Building Industry may increase 
as much as 20 per cent., that it will be a much better year for autos and 
newsprint, that steel and textiles will rise. Also that consumer industries 
will be higher, there will be a better lumber outlook, that there will be 
greater mining activity and that commodity prices will rise moderately 
higher. All of which should be good news. 

Mr. Dunning, in a recent article, draws attention to the remarkable 
resistance to adverse influences on the part of Canadian business in 1938, 
and looks for a real recovery in the year 1939. Mr. Dunning, however, 
points to the European situation as one which may upset matters, while 
others who forecast business conditions claim that every new crisis in Europe 
means ultimately much good for Canadian business. 

While Mr. Babson’s forecast is indeed a most glowing one, there is 
one fact which he emphasises which business men generally would do well 
to remember. He states: ‘While 1939—and perhaps 1940—should be 
better, one must not think that I believe we are out of the woods. Our 
standards of living must sooner or later be readjusted to actual conditions. 





Subsidies and other forms of government relief must some day cease. 

Many communities are now living in a fool’s paradise. Ultimately 
we must get back to fundamentals.” 

While discounting the glowing forecasts to some extent, it does seem 
that the basis was laid in the year just closed for real advancement in 1939, 
but there are still many problems remaining unsolved, among the most 
important of which are our railroad, our steadily rising taxes and debts 
with budgets unbalanced, and our serious relief problem. Now, it appears, 
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AT HEADQUARTERS 


is the time when we should lend ourselves wholeheartedly to the task of 
solving these problems in order that our house can be put in order and 
that we may take full advantage of any pronounced business revival. Op- 
timism is something that is badly needed, but not at the expense of for- 


getting our real problems. 





At Headquarters 


One of the most: striking things about our Society is the increased 
interest being displayed in the “student membership.”’ This type of mem- 
bership has increased to such an extent in some Chapters that there seems 
to be a decided need for “study groups” which will deal mainly with student 
problems, but which can be extended to deal with members’ problems 
generally. 

Last year we reached a new high in examination applicants, and this 
year promises to be even higher. It is a fact, not generally known to em- 
ployers, that our examinations are set at a high standard and any candidate 
passing can be justifiably proud of his achievement and is undoubtedly in 
a better position to “go to the top” than the fellow who neither studies nor 
sits for examinations. 

These student members are the senior members of to-morrow, and we, 
as a Society, should do all in our power to assist them in their studies and 
their work. 

Membership generally continues to grow at a nice rate, and one can 
look forward to another very material increase before our year ends. In 
fact, so far in this financial year our increase in membership has been 
larger than ever before in our history, with every Chapter showing an 
increase. 

Moreover, Chapter meetings are becoming increasingly popular with 
the members generally, always a good sign for the future. 

With increased business activity forecast for 1939, our membership 
should continue to increase rapidly, but we should not lose sight of the 
fact that increased membership means increased responsibility, not alone 
for the Society and its officers, but for each one of us. 

A determined effort is now being made to materially increase the 
membership in the Kitchener and London Chapters, as well as to complete 
the organization in the Windsor and Western Chapters, and big things 
are expected within the next four months. 

The issue of reference literature from our Reference Library has 
shown a very marked increase over previous years, but there is still room 
for improvement, and it is hoped that full advantage will be taken of this 
service, which is free to members. 

Incidentally, the literature received monthly and which is listed as 
received in Cost and Management is available, in addition to the various 
articles listed in the Reference Library catalogue. 
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Chapter activities generally at this time show a short lull with the 
near end of the month showing a commencement of activities again, and 
this is only natural when it is considered that so many of our members 
are actively engaged in costing inventories at this time, a procedure which 
usually involves much overtime, but the stage seems to be all set for a 
very successful year for our Society. 

Your directors hope that all anticipations will be realized. 





Chapter Notes 


Most Chapters slowed down their activities during December, mostly 
because of the proximity of Christmas and the prevalence of inventories 
and, generally speaking, activities were confined to smokers or entertain- 
ment meetings. 

Toronto Chapter. 


The Toronto Chapter has just cause to be proud of its December 
about seventy-five being 





meeting, for not only was the attendance good 
present at the Canadian Military Institute—but the atmosphere generally 
was one which was conducive to real good fellowship. The speaker, Mr. 
Russell McCormack, Tax Expert of the Canadian Manufacturers’ Associ- 
ation, gave a very fine address on “Sales Tax.” Following an excellent 
dinnre, a prize drawing was held with nineten prizes being drawn by the 
General Secretary and distributed to the forunate members, and _ this 
caused a lot of merriment. The question period was also a most excellent 
one, and it is safe to say that not one person present left the room without 
the feeling that he had learned much. 

The next meeting of the Chapter will be held on January 25th, when 
the Hamilton members will be guests. This annual affair is always a 
feature of the Toronto Chapter program, and with a real speaker and a 
subject of unusual interest, the attendance should be well above the average. 

This meeting, because of the anticipated large attendance, will be 
held at Eaton’s College Street, as was the case last year, and members had 
better make up their minds to attend. 

Hamilton Chapter. 

The Hamilton Chapter has held many very fine meetings during its 
fourteen years of existence, and undoubtedly one of the best ever held 
was the December meeting. Mr. J. Clark Ryan and Mr. Bert Pratt of the 
Colonial Radio Corporation, Buffalo, N.Y., were the speakers, and the 
subject, “Micro Motion Analysis,” was indeed a most interesting one. The 
speakers handled the whole address excellently and the question period 
was the best of the season. Indeed, it was only at a late hour that the 
members decided to call it a day. 

The meeting in January will be a joint affair with the Toronto 
Chapter, at Toronto, and Hamilton members are expected to keep up 
their well known reputation for good attendance in this instance. 
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LITERATURE RECEIVED 


Kitchener Chapter. 

The December meeting of the Kitchener Chapter proved to be a 
most enjoyable one, and one which will long be remembered by those 
who attended. Unfortunately, the attendance was not of the best, due to 
many counter-attractions, but it was thoroughly enjoyed. The affair took 
the shape of a smoker and no speeches were made. Refreshments were 
served, and after a most excellent dinner those present were entertained 
by the Four Happy Cousins from Elmira, Ont., and it was real entertain- 
ment. Herb Huber presided in his usual capable manner, and the affair 
generally did much to bring the members closer together. 

The January meeting, scheduled for January 19th, will undoubtedly be 
a most instructive one. On this occasion, Mr. W. S. Ferguson, C.A., of 
the University of Toronto and Shaw Schools Limited, wlil be the guest 
speaker, and his subject, ““Wage Incentives,’ should be a most timely one. 


Niagara Peninsula. 

The December meeting of the Niagara Peninsula Chapter also was 
in the nature of a smoker, and here again it was thoroughly enjoyed. 
Mr. Russell T. Kelley of Hamilton was the guest speaker and convulsed 
his hearers with many humorous stories. He congratulated the Chapter 
on its rapid growth and on the number of young men present, and urged 
his listeners to work together for the good of Canada, the Empire and 
Democracy. Following this most enjoyable talk, refreshments were served 
and card playing and singing was indulged in. 

London Chapter. 

Reinforced by nine Hamilton members, forty-eight London Chapter 
members and friends assembled at the plant of the John Labatt Limited 
Brewery at London for the December meeting, and were guided through the 
plant in a most efhcient manner by the several guides provided. To say 
the least, those present were enthralled by the cleanliness and the efficiency 
of the plant (probably as much as by the “‘products” with which they were 
provided by the management, both before and after the plant visit). But 
this was not all. The company very generously provided a most excellent 
dinner, and after community singing, which was much enjoyed, Mr. “Hal” 
White, Sales Manager of the company, spoke. After reviewing the well 
known animosity between Sales and Accounting Departments, he went on 
to give his hearers a very comprehensive view of the manufacture of the 
products of the company, and at the close was the recipient of a standing 
vote of thanks, which included, also, thanks to the company for its very 
splendid generosity and to Mr. S. C. Ferguson, C.A., Assistant Comptroller, 
and a member of the London Chapter. Following the talk, there were 


more songs and the inevitable bridge and poker games. 





Literature Received 


Ratios for Printing Management for the Year 1937. 
United Typothetae of America. 
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A very excellent and informative booklet developed from members’ 
annual balance sheets, operating statements and cost reports, and should 
be of decided interest and value to those engaged in the printing trade. 


Hotel Accounting and Control. 
The Accountant. November 26. 
A short but informative article of interest, chiefly to those engaged in 


or interested in Hotel Management and Accounting. 


Boiler and Engineer Shop Costing. 
The Australian Accountant. December. 
A complete and very informative article on costing in a Boiler or 


Engineering Shop. 


Costing Motor Vehicle Operations. 

The Australian Accountant. December. 

The costing of motor vehicle operations is something which is coming 
more and more to the fore, and here is a short but complete article which 


is a decided addition to literature on this subject. 


Moving Figure Graphs. 

The Chartered Accountant in Australia. November. 

A very complete article on the use of graphs in business, with many 
illustrations. Of decided value to those who either use or contemplate 
the use of such graphs. 


Hotel Bookkeeping. 

The Accountants’ Magazine. December. 

A very complete and informative article on a subject on which perhaps 
too little has been written and should prove of real value to those engaged 
in Hotel Accounting. 


A Survey of Job Evaluation as Used by Industry 
in Determining Base Rates. 

N. A. C. A. December 1. 

Job evaluation is something which’ industry generally is bringing 
more and more to the fore, and here is a very fine article which should be 
read and studied by all those who have an interest in this phase of 
management. 


The Managerial Aspect of Controls. 

N. A. C. A. December 15. 

While Cost Accountants have long recognized the importance of fixed 
costs, volume and producitve capacity in the calculation of anticipated 
and attainable profits, it is seldom that the relationship between these 
factors have been more clearly portrayed than in this article. This is 
something which should be read by all Cost Accountants. 


The Effect of Fixed Costs on Profits. 

Canadian Chartered Accountant. January. 

The effect of fixed costs on profits is a subject of real importance 
both to management and to Cost Accountants, and here is an article which 


is of real value. 





ACROSS THE SECRETARY’S DESK 


Across the Secretary's Desk 


(A page devoted to the more intimate relations between the Secretary 
and individual members.) 

I presume, at this season of the year, one ought to start this page 
with the traditional wish of a “Happy and Prosperous New Year to all,” 
and while this phrase has become somewhat hackneyed with constant use, 
I doubt if the expression of such a wish, at least to me, has conveyed 
such expressions of sincerity as has been the case on January Ist, 1939. 

There seems to have been not only sincerity in the wish, but sincerity 
in the thought that 1939 is Canada’s year. I believe it will be but the 
culmination that such a wish depends on each one of us. None of us 
should forget that. 

For my part, I had the pleasure of such wishes from all parts of the 
Dominion, from both officers of the Society and from private members, 
and can assure you that these wishes are very deeply appreciated, for they 
give one a real inspiration to strive for greater success besides conveying 
the thought that one is fortunate to possess so many friends. 

The closing month of 1938 was a somewhat hectic one, so far as 
your Secretary was concerned. For in three days I attended functions of 
the Society in Toronto, Kitchener and London, skipped the week-end and 
then attended another function in St. Catharines. They were all most 
enjoyable, even though I was accused of some rather “phoney” work in 
pulling Bruce Taylor’s name out of the hat in connection with the prize 
drawing of the Toronto Chapter. Prior to the draw Bruce told me that 
not once in twelve years had he won a prize, and so I asked him the 
number of his ticket—and promptly drew out the duplicate amid cries of 
“Fake!” I call it co-operation, and no doubt Bruce felt the same way 
about it. The only bad part of it was that in drawing nineteen numbers 
I couldn’t even draw out my own. 


The affair at Kitchener the next evening, despite a none too good 
attendance, due to several counter-attractions, was a real one. This was a 
“Smoker” with refreshments and some fine entertainment by the Happy 
Cousins of Elmira. The affair was held at the Kitchener Club, a most 
delightful place, and the entertainment was after a most successful dinner. 
This affair should do much to draw the members of this Chapter much 
closer together. 

On this trip, I was accompanied by Walter Furneaux, chairman of the 
Hamilton Chapter, and by Nelson Allan of the same Chapter. Wilf. 
“‘Mickey’”» McMahon, secretary of the Hamilton Chapter, started out with 
a carload, but his car balked when about twelve miles out of Hamilton 
and he had to be towed back. His language when he informed me over 
long distance telephone of his mishap and his inability to be present, was 
certainly something to “listen to.” Gordon Good and Vern Buchanan 
dispensed the refreshments and one can only heartily congratulate the 
Kitchener Chapter on this very splendid affair. 

The next day, I was at London, and had plenty of company. On this 
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occasion, Alan Mouncey and his son ‘Arf’? Tedford and Charley Hewson 
came along, and the “late”? Mr. Furneaux again obliged. He took along 
Nelson Allan, Bill Hughes and Oscar Menzel. The affair was in the 
nature of a Plant visit to the Brewery of John Labatt’s Limited, and this 
fact undoubtedly was the cause of the visitors from Hamilton. After 
several rounds of refreshments, fifty-seven visitors were guided through 
the plant and then more rounds of refreshments, prior to a most excellent 
dinner, provided by the company, and with community singing interspersed. 
A high-light was when Chairman McLaughlin insisted that the Hamilton 
delegation, who, he said, were far too cocky, go up to the platform and 
sing. They did, or at least some of them did. I was seated in a chair out 
of sight behind the delegation, doubled with laughter at the attempt of 
Walt. Furneaux to keep in tune. ‘Hal’? White, Sales Manager of Labatt’s, 
gave an address in which he described the manufacture of the company’s 
products, and ribbed S. C. “Fergy” Ferguson unmercifully, and then more 
refreshments, cards, singing and the like. It was a most enjoyable affair, 
and undoubtedly did much to boost the future of the London Chapter. 

On the Monday following, I took the speaker to St. Catharines, where, 
after another delightful dinner, smokes and refreshments were served, and 
we listened to a very fine informal after-dinner speech by Russell T. Kelley 
of Hamilton. Then singing and cards, and I noticed Jim Thorpe of 
Welland with a few of his cronies in a poker game and several of the boys 
got into the inevitable bridge game. Others sang “Sweet Adeline,” away 
off key, and when I left the gang were still ‘‘going to it.” It was all a 
lot of fun, but’ before Christmas actually arrived I was just about “all in.” 

One thing these various functions taught me, and that was that the 
spirit of true camaradie in our Society was never higher, which is a real 
good sign for the future, and I think it an excellent thing that at least 
once a year we should get together in a more free and easy spirit. 

One learns so much of the human side of our many members at such 
functions, and certainly the members get to know each other better, and I 
recommend at least one such affair evey year for each Chapter. 

And, now for another year, with all ‘its hopes and fears. What will it 
bring to us as individuals and as a Society? Well, I have hopes for a 
banner year, and I am out to make it so. What about you? 


Ro Dd. 





Partnership Plans 


Last month we published an outline of a partnership plan in a Shoe 
Factory which has been in effect in Canada for the past three months at 
the Scott, McHale Co. factory in London, Ontario. We now learn that 
a similar plan has been in effect in another Canadian plant since January 
Ist, 1936, at the Bentley Sporting Goods Co., Ltd., plant at Niagara Falls, 
Ontario. 

Commenting on the recent article, Mr. Cecil Bentley, General Manager 


of the company, says: 
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I thought I would write you to advise you that we have had this plan 
in operation in our factory for three years. The writer conceived this plan 
along similar lines in the fall of 1935, and put it into effect on January 
Ist, 1936. Our plan possible is slightly different, although of the same 
effect. 

Our employees have a drawing account, and the surplus of earnings 
over drawing is placed in a trust fund each week. If an employee is sick 
or away for any reason, his drawing account continues as also for holidays. 
The week before Christmas, the balance accumulated to his credit is paid 
him in full. During slack periods, being a seasonal occupation, this draw- 
ing continues. Therefore, our employees draw 51 weeks’ drawing account, 
and the 52nd week, the week before Christmas, he draws any accumulation 
to his credit. 

We have had employees who have received between $275 and $300 
in cash the week before Christmas, and have had girl employees draw well 
over $200 after having drawn their drawing account all year. 

I believe that we are the first firm in Canada to have adopted this 
system, and I believe it is one of the finest ideas for employees working in 
any factory where their earnings fluctuate to any extent. While it makes 
a little extra work in the office, at the same time, the benefits not only for 
the employee, but also the satisfaction by the employer of knowing all em- 
ployees receive a weekly remuneration throughout the year, also tends co 
make everyone in the firm more satisfied and contented. 

I might also state that our fluctuation is perhaps a little more than 
even a time-rate position, as all our employees operate on a piece work 
basis, and naturally, on piece work, no two weeks produce exactly the same 
result. 

I believe that this plan is an ideal one to create contentment in a plant 
where seasonal employment or variation of wages occurs. It is a trait in 
human nature to spend money when it is obtained, and no matter how much 
a man earns in the busy season, very often he finds himself without funds 
to carry him over during a quiet period, whereas, with this system, a worker 
becomes on a par with a year-round salaried official, insofar as the principle 
of income is concerned, and accumulated surplus is, of course, very accept- 
able to a working man or woman just before Christmas. Our employees 
are again starting on the system this week for another year, and are freely 


expressing their appreciation of the system. 
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Accounting for Fixed Assets 


By P. W. WRIGHT 


Accountant, Plant and Cost Division of the Accounting Department of 
The Shawinigan Water and Power Company 


Address Given Before Montreal Chapter, The Canadian Society of 
Cost Accountants and Industrial Engineers, December 2nd, 1938 


Accounting for Fixed Assets is a subject which I always like to talk 
about and to hear others discuss, because I believe it to be one of the 
most interesting divisions of accounting. 

The Fixed Assets of a business are comprised of preperty of a fixed 
character, such as land, buildings, structures, machinery and certain equip- 
ment and machine tools of a more or less moveable character. The 
maintenance of adequate detailed records of Fixed Assets is a means of 
providing the management with a complete and intelligent picture of the 
property they own or operate. Whether a concern is large or small, a 
manufacturing plant or a retail store, I believe the value obtained from 
adequate plant records far outweighs the amount of effort required to 
maintain them 

Fixed Assets are usually carried in one or more main controlling ac- 
counts in the general ledger. The details supporting these control accounts 
are carried in auxiliary records which vary greatly in their extent and detail 
to suit the needs of particular industries. Some firms and some industries 
have gone further than others in the detailed breakdown of their asset 
accounts and in maintaining a detailed continuing record, and, with ever- 
increasing demands and requirements from taxing and regulatory authori- 
ties, the need of an adequate detailed continuing property record and plant 
ledger is becoming more and more apparent to all. 

It is not the intention in this paper to deal with the various valuation 
angles or the question of depreciation. The original cost basis is used in 
this outline and a separate record is recommended for depreciation. My 
purpose in this paper is to outline a procedure an d system for: 

1. Analyzing the existing book records. 

2. Inventorying the physical properties. 

3. Setting up and operating a detailed continuing property record and 

plant ledger. 

The first step is the analysis or breakdown of the existing book accounts 
and records. It is essential at the outset to have a clear understanding of 
what is required in the breakdown to meet the needs of your particular 
industry. Some of the uses are: 

Departmental or regional investment values. 

Depreciation studies 

Cost studies. 

Values for purposes of insurance. 

Values for tax purposes. 

Statistical information for taxing authorities, regulatory bodies and for 


m iscellaneous purposes 
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Standard classifications of accounts for Fixed Assets are available for 
some industries and these should be studied and may be adopted in whole 
or in part and may be added to, in order to meet all the anticipated needs 
of your industry. 

In adopting a list of classifications or groups, it should be remembered 
that each refinement, especially in the case of accounts which are by nature 
voluminous, adds to the burden of perpetuating the record, while, on the 
other hand, failure to make the refinement may render the record in- 
adequate for many uses. 

The important point is that the record must be flexible, and to be flex- 
ible the details must be basic, that is, whatever limit of detail is decided 
upon as to group or item, the costs of these items, which is the all-important 
factor, should be broken down into their components of labour, material 
and expense. 

Fixed Asset Investment falls into the following broad classifications: 

Land. 

Improvements to land. 

Substructures. 

Superstructures. 

Equipment. 

Intangibles. 

Undistributed. 
Each one of these classifications would be further brokek down into groups. 
For example: 

Under Land there would be purchase or acquisition of land, right of 
way, servitudes. 

Under Improvements to Land—Clearing, roads, fences, sidewalks, em- 
bankments, fills. 

Under Substructure—Excavation, concrete foundations for buildings or 
structures. 

Under Superstructures—Buildings (factory, office or dwelling), and 
any other structure, such as towers, outdoor structures, etc. 

Under Equipment—The operating machinery of the business, and this 
should be subdivided into various groups to suit your particular business 
or industry. 

Under Intangible—Goodwill, organization or franchise costs, patent 
rights, licenses, etc. 

Under Undistributed——Equipment installations, property or structures 
in process of construction or purchased or acquired properties not yet 
assigned to groups. 

These are only a few of the group which come under the seven main 
classifications. Various industries may have from one or two hundred to 
five hundred or more groups. Blocks of numbers are allotted to each of 
these classifications and each group is given a number in its own block. 

When starting the book analysis, it will be found that for the most 
recent additions and retirements sufficient detail will probably be at hand, 
so that no difficulty will arise in segregating and classifying the items and 


details. 
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Then there will probably be a middle period in the life of the firm in 
which total cost figures may be found against definite jobs or work projects, 
but very few details, units or quantities will be available. 

The greatest difficulty of all, of course, will be encountered in analyz- 
ing the early period. The document files should be examined and all 
purchase contracts should be studied and analyzed back through the years. 
The journals, cash books, ledgers, minute books, etc., will supply general 
information as to main items in totals and such vouchers as still exist will 
add some further light, but, for the most part, it is likely that very little 
actual detailed description or information will be found in the accounting 
records or files. 

Therefore, to support with forceful data the costs criginating in this 
early period, which may include intangibles, overheads and other similar 
items, it is desirable to prepare a comprehensive history of the business, 
corporate and physical. This history should describe the early develop- 
ments andeconstruction of main plants, buildings, works, structures and im- 
provements. In preparing the history the older officials and employees 
of the Company, when consulted, may shed valuable light on the early 
experiences and possible difficulties encountered. Such things as foundation 
difficulties, quicksand, bedrock at great depths, pockets, wash-outs, flooding, 
reclamation of land, right of way difficulties, and many other extraordinary 
and extremely costly conditions may have been met with and may not be 
apparent in the completed structure to-day. The technical journals often 
give good descriptions of old construction. 

You are now ready to start the analysis and set-up of the Record. One 
of the oustanding features in the systemewhich I am outlining is the use 
of Property Record Units as the sub-accounts or controls. 

“Property Record Units” are separate operating units of property, such 
as a building, complete with its contents, a structure with a complete func- 
tion, a plant or branch factory, a warehouse, an office building, a service 
station, a dwelling and so on. Process buildings may be separate operating 
units of property, such as Building “A,’. Building “B,” The natural div- 
isions, limits and designations in general use by the operating departments 
should be followed as closely as possible. It may be desirable to subdivide 
some of the units into subsections. For example: a branch factory may be 
given No. 100, with a subsection number for the boiler house—No. 100-1, 
and for the pump house—No. 100-2, and as many others as desired. 

Starting with the first detail of your book analysis, you will set up a 
title for your first Property Record Unit. This will be given an identifying 
number, and from this point onward it will be referred to as an “Asset” 
and its number as an “Asset Number.” 

As the analysis proceeds asset titles will be set up and asset numbers 
will be allotted. In due course, an Asset Directory, listing and indexing 
all the assets of the Company for easy reference should be prepared. 

The Permanent Record is in two parts: 

(1) The Continuing Property Record—This is a continuing or running 
record of every transaction affecting the asset accounts. It has its own 


separate binder or binders. 
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(2) The Plant Ledger—This is a record which is, in effect, a detailed 
inventory of the fixed asset accounts as at the end of any year or account- 
ing period and has its own separate binder or binders. (It is also called 
the “Fixed Asset Ledger,” but is more popularly referred to as the “Plant 
Ledger.”’) 

The Continuing Property Record is comprised of summary sheets and 
detail sheets for each asset. Each summary sheet is headed up with the 
title, location and number of the asset. Ample space is provided for a 
general description of the asset and there are columns for year, work order 
number, work title, various control accounts and total. On these summary 
sheets will be entered totals only of the expenditures for each of the various 
jobs or work projects carried out during the year, and from year to year 
right up to date. Each of these totals will be supported by detail sheets 
which follow the summary sheets in the Continuing Property Record. 

The summary sheets, therefore, provide a complete statement of the 
additions, removals and retirements throughout the life of an asset and its 
total book cost as at the end of each year or accounting period. 

The detail sheets provide the detailed breakdown which supports each 
item on the summary. This detail constitutes practically a cost report of 
the job or work project. It breaks down the cost into the classifications 
and groups. It details the structure and building costs with quantities and 
unit costs. It lists equipment by serial number and gives all essential and 
useful descriptions of all the costs, which are extended in material and 
installation cost columns. 

These summary and detail sheets, when completed, are bound in 
numerical order of asset in loose-leaf binders which are operated as the 
Continuing Property Record. It should be a typewritten record. It should 
be revised and brought up to date yearly, that is, debits for additions and 
credits for removals and retirements should be entered at the end of each 
year or accounting period. Sheets are added as necessary. The grand 
total of the asset summaries at the end of an accounting period should 
always agree with the control accounts in the General Ledger. 

In making the analysis and preparing the Record, whether from old 
records of early expenditures or for current work coming to completion, 
work sheets will have been used in assembling the figures and information 
ready for the final typing and work files will have been built up. Detailed 
final cost reports, quantity reports, drawings, sketches, specifications and 
estimates will find their way into these work files, where they remain as a 
further backing of the less voluminous detail as set out in the Permanent 
Record. 

The Continuing Property Record, however, is expected to provide 
sufficient information for all regularly anticipated needs, so that the work 
files should seldom have to be referred to. 

The costs extended in the detail record are original costs. If the files 
and records cannot furnish these original cost details, then the details and 
units should be estimated on the basis of original cost. Control figures 
should be used, when available, and the detailed costs extended against 


existing property should tie in with these controls. 
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Simultaneously with the book analysis a physical inventory should be 
carried out, identifying the properties, plant and equipment with the de- 
tails of the breakdown. The inventory forms should be headed up with 
the various types of equipment and properties, as far as practical, to 
facilitate and standardize the taking of the inventory. Maps and plans 
will be used, as necessary, and locations and descriptions of all properties 
and equipment will be written up. Serial numbers should be taken of all 
large equipment and the name plate data included in the description. In 
establishing the age or date of purchase of large equipment, it may be 
necessary to write to the suppliers or manufacturers who have records by 
serial numbers. 

As the inventory sheets are filled in with items, quantities, data and 
descriptions, the unit costs are applied, extensions completed and recon- 
ciliation made with the book analysis. Book costs and balances, against 
which no physical property exists at the time of inventory, will be elimi- 
nated, by write-off through an Inventory Adjustment Account. <A 
temporary Location Suspense Account may be useful to take care of un- 
located plant or the movement of equipment while the inventory and check- 
up is being made. This would be cleared by transfers to correct locations 
or to the inventory adjustment account when the continuing record comes 
into full operation. 

All differences, debit or credit, should be transferred to the Inventory 
Adjustment Account, and the final debit or credit balance in this account 
might be dealt with immediately by the management, or, if the balance is 
a large debit, it may be expedient to gradually write it off through some 
scheme of amortization. The inventory sheets, maps, data, quantity surveys 
and all working papers will now be filed in the work sheet files of their 
respective assets. 

The Continuing Property Record is now ready to be typed, balanced 
and tied in with the controlling accounts. 

It supplies a continuing or historical record of each asset. It shows 
the first dollar of expenditure in the,asset and records in chronological 
order the details, quantities, unit costs and total costs of buildings, struc- 
tures and equipment right up to the present date. It lists the equipment 
and gives the serial numbers for the larger machines. It shows these ex- 
penditures and also any removals or retirements year by year as they were 
made. It shows against each item in this detail its material cost and in- 
stallation cost. 

The final step of setting up the Plant Ledger now remains. The Con- 
tinuing Property Record is complete and omits nothing in detail or control, 
but it does not provide a ready picture of the items and groups comprising 
an Asset at any given time. The Plant Ledger supplies this picture. 

It is comprised of ledger sheets or groups of sheets for each asset and 
the asset numbers are the ledger folios. 

Each group or classification is itemized on the sheets and its material 
cost and installation cost shown. The assets are recorded as they stand at 
the end of the year or the accounting period. It has been said that the 
Continuing Property Record and Plant Ledger aim to do for plant and 
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equipment what the perpetual inventory does for merchandise and stock 
on hand. Additions to or removals from plant are recorded at the end 
of the accounting period. These addition and removal changes are not 
made by the posting of debits and credits to the record, but when an asset 
is added to or reduced, a new record sheet is written up at the end of the 
accounting period, giving the new inventory picture of the asset as it stands. 

It is a columnar ledger, with columns for year, work order reference, 
group or classification number, item, quantity, material cost, installation 
cost and total cost (sub-totalled by groups), district (or geographical loca- 
tion), general ledger account and sub-account references, asset number, 
other reference numbers, serial numbers and remarks. 

Each sheet is headed up with the name of the asset, its location, the 
asset number and a brief description. 

The items are listed by year and group in proper sequence, that is, if 
the asset is a building, the first group would be “land purchases’”’ year by 
year. The original land purchase would be listed, and, if any subsequent 
land purchases were made, they would also appear, showing the years in 
which the purchases were made. All of the land purchases or land still 
owned and forming a part of that asset would be listed together, item by 
item in the record. ‘‘Land Imprevements’’ would be the next group and 
these would be recorded by years as they were carried out. The ‘Sub- 
structure” or foundation of the building would be next, and, if the build- 
ing had been extended, a separate recording of the additional substructure 
would be shown in the substructure group. ‘Substructure’ would follow in 
the same way. If several additions to the building had been made, they 
would be shown as separate items and details against the years in which 
they were made. The “Equipment” group follows, and this shows every 
item of equipment presently existing in the asset and the date on which it 
was purchased and installed. 

The cost of immoveables, such as land, improvements and structures 
are extended in this final record in total only, but equipment is extended 
under two components—material cost and installation cost. This division 
of the equipment cost is necessary, as the equipment is often moved to an- 
other building or location, in which case it is necessary to transfer the 
material cost only and write off the original installation cost. 

Complete flexibility is provided by setting up the records in this 
manner. An item of equipment which is to be removed from one asset to 
another is easily identified. Its correct material cost will be transferred to 
the new asset number, while its actual original installation cost at its former 
location will be written off. It is necessary to write this former installation 
cost off the books because it no longer represents any real value when the 
equipment has been removed. When the equipment is installed at its new 
location, the new installation cost will be capitalized against that asset and 
the plant record will be complete. 

Similarly, when a structure or part of a structure is to be dismantled, 
its identity is easily found in the record, the correct original cost will be 


written off and the descriptive record will be revised up to date. 


This Fixed Asset Ledger and record system differs greatly from the 
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average plant ledger in use in industrial and manufacturing firms to-day. 
Most of the plant ledger forms which I have seen attempt to carry on one 
card or ledger sheet the whole record of ownership, description, service life 
data, repairs and renewals and accrued depreciation. Each machine or 
building has its own card or ledger sheet. Any advantages which may be 
claimed for having the whole picture and record of performance of a 


given machine or building on one sheet are, I believe, far outweighed by 


the better picture and better control, identity and flexibility afforded by the 
property record unit or asset method, with separate Continuing Property 
Records, separate Plant Ledgers and separate Depreciation Records; with 
auxiliary records for maintenance, repairs and performance. Too much 
information on one card or ledger sheet is often confusing and therefore 
not made use of. Furthermore, the function of a Plant Record should 
be to provide a progressive picture of the growth of each and every asset 
or property unit from the date of the original investment right up to the 
present, and a final picture of its make-up or detail at the end of the last 
The various departments will, no doubt, maintain per- 


accounting period. 
formance records of their plant and these records should be considered 
as auxiliaries to the main record. 

The Plant Ledger may be a completely typewritten record or it may 
be a machine-posted record with only the titles, descriptions and remarks 
typewritten. 

I would like ro point out the advantages to be derived by the applica- 
tion of machine tabulating and accounting methods, where the volume 
would make this application justifiable. The flexibility to be gained from 
the use of punched cards and machine listing and tabulating methods is 
very valuable. If the machine method is to be used—and this would depend 
upon the extent of the plant and the volume of information to be dealt 
with—the work sheets, prepared for the final Plant Ledger, would be turned 
over to key punch operators, who would punch and interpret cards with 
the complete information. Plant Ledger sheets would now headed up on 
the typewriter and turned over to the tabulating department to be posted. 
The machines would post these sheets, listing card for card under each 
group, with subtotals and a grand total on the final sheet for each asset. 
The cards would then be filed. ready for tabulation of statements and reports 
when called for. 

The advantage of the punched cards is very apparent when it is con- 
sidered that practically any type of statement or analysis can be drawn 
off from these cards, as required. Statements, which if done by hand 
would require several days to prepare with a large staff participating and 
probably working overtime, may be run off in a few hours on the tabulat- 
ing machine in a very neat and presentable form. 

I will now cover briefly the method of operating and perpetuating the 
record. The work order and job order system should be used. This 
requires that a work order be applied for, and executive authorization ob- 
tained for each job or project to be charged to capital account. Work 
orders will then be issued. Similarly, work orders will be issued for any 


removals or retirements in the capital account. The work orders will be 
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identified with the asset numbers affected and upon completion of the 
work, a cost analysis will be made and the correct amount charged to each 
asset. Usually there will only be one asset covered in a work order. For 
small routine additions to and retirements from capital account, yearly 
standing work orders should be issued against which subsidiary job orders 
will be released as the work is performed. 

Each capital work order and job order must be costed as the work 
progresses. The detail for the Continuing Property Record is taken from 
the final cost reports of the construction work orders and these final reports 
should be set up in such a way that the necessary information for the detail 
record can be easily drawn off. The final cost reports should then be placed 
on file where, together with the work files, they remain as a detailed backing 
for the Continuing Record. 

This paper does not deal with specific costing methods or systems, but 
it is necessary to emphasize the importance to the final asset record of the 
accuracy and completeness of these construction cost reports and records. 
The cost report or analysis is the link between the actual expenditure of the 
money and the recording of it in the final plant record, and the accuracy 
and usefulness of the record depends upon the accuracy of the cost analysis. 

I have mentioned some of the uses and benefits to be derived from the 
operation of a Plant Ledger and Fixed Capital Record system. Not the 
least of these are the matters of insurance and taxes. It provides and per- 
petuates the data necessary for any company to enjoy the following ad- 
vantages: 

For insurance purposes—Full insurance coverage for any kind of 
insurance on the company’s property at all times, providing a simple basis 
for the elimination of non-insurable property and automatically providing 
for increases or decreases in insurable values to take care of additions to or 
retirements from insurable property. Complete inventory and cost data 
necessary to substantiate claims for loss. 

For taxation purposes—Complete data on the cost of the company’s 
property subject to taxation in each political subdivision, providing a simple 
basis for the elimination of the cost of non-taxable property and auto- 
matically providing cost data on additions and retirements of taxable 
property. This serves as a check on the assessed valuation at all times and 
protects the company against payment of excess taxes on any part of its 
property. 

A fully detailed Plant Ledger enables you to arrive at a reasonable 
and adequate charge for depreciation on all property and equipment, and 
facilitates the distribution, if necessary, of this charge to the correct depart- 
ment or manufacturing process and thus into the cost of the product. 

In an editorial in an English accounting magazine appears this state- 
ment: “We believe that accountants in the service of industrial units could 
render the greater possible benefit to accounting science if they would apply 
themselves to the analysis of existing fixed asset accounts.” The editorial 
goes on to state that the records of the original cost of fixed assets and the 
detailed depreciation record should be carried in separate ledgers. 


An American business review of 1936 states: “Apparently only ten 
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NEW MEMBERS 


or fifteen per cent. of industrial corporations, with plant and property of 
over $500,000.00 use carefully administered plant ledger systems. Many 
more, possibly as many as fifty per cent., have informal records from which 
reasonably accurate data for booking retirements may be drawn. There 
seems to be a remainder of thirty to forty per cent. of such organizations, 
however, whose plant records are in such order that retirements, if entered 
at all, must be largely on an appraisal basis. This is a fairly serious matter 
in its effects on plant valuations.” 

Now, in conclusion: The work of carrying out an analysis of the 
Fixed Asset Account and inventorying the physical properties for the pur- 
pose of setting up a Continuing Property Record and Plant Ledger, should, 
in my opinion, be under the supervision of, and actively directed by, an 
accountant who has had experience in costing work and construction ac- 
counting. He should have as his assistants experienced engineers, quantity 
surveyors, accountants and checkers. Full co-operation will be required 
from all of the departments of the company and frequent conferences 
should be held to discuss problems being met with and progress made. 

When the record is complete, its operation will call for new duties 
from some of the departments, particularly the operating and engineering 
departments. 

The completeness of an analysis and inventory carried out by the com- 
pany’s own men, when capable men are available, is, in my opinion, equal 
to that of an appraisal firm. The results are likely to be better, in that 
the record will be set up in line with the company’s accounting methods 
and thus will be more easily maintained and operated. The cost will most 
certainly be less. 

The advantages of an accurate detailed Continuing Property Record 
and Plant Ledger are very apparent. It is of inestimable value to the 
accountant and auditor, who are seldom provided with adequate means of 
checking the Fixed Asset Account, and it is an invaluable aid to the 
operating departments and the management. Its uses and value, when it 
has been compiled in such a manner as to be extremely flexible, are almost 


unlimited and it will meet any reasonable demands. 
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Management's Aims 
And Responsibilities 


By LEWIS H. BROWN 


President, Johns-Manville Corporation 


An Address Before the Seventh International Management Congress, 
Washington, D.C. 


The essential characteristics of the 19th century was that barter and 
trade and manufacturing were carried on like agriculture, as small bus- 
inesses; they were conducted within local areas and managed by “owners” 
or “partners.” There were but few large corporations. 

But during the last twenty-five or thirty years, under the continuously 
exerted pressure of change in this and other countries, and with the new 
wide-spread ownership of business by millions of shareholders, there has 
been developing an entirely new type of business executive who is a pro- 
fessional manager, not owner. These new industrial executives differ widely 
from the owner-managers who preceded them in ideas, ethics, social con- 
cepts and methods of management. 

The principles of scientific management are as old as civilization. Yet 
it was not until the turn of the century that they first were clearly stated 
and applied to industrial operations. The principles on which this new 
profession rests were largely codified by Frederick W. Taylor, who was the 
founder of Scientific Management. He was followed by Harrington Emer- 
son, who was the first to clearly outline the principles of efficiency. Both 
men exercised wide influence, not merely upon the thought of their own 
times, but over the minds of present-day business leaders. 

These men thought of industrial efficiency in larger terms than merely 
profits. 

They were equally concerned with industry’s human relations, and 
with the harmonious co-ordination of men and machines. 

One of the more serious handicaps nuder which industry operates to- 
day is the public’s lack of knowledge of the extent to which this concept 
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of enlarged social responsibility is now accepted by the present-day leaders 
of industry. 

The public still thinks of management of corporations, and of business, 
in pre-war terms. But the modern world has moved so rapidly that those 
days and those ways are ancient history. 

Twenty years ago B. C. Forbes wrote a book: “Men Who Are Making 
America,” describing the careers of the fifty men then foremost in American 
industry, finance, transportation and business. To-day, of the 50 only 10 
remain alive and only three are active in business and the directing heads 
of their organizations. 

What principles govern this science of management? What is the 
philosophy—the ideals which give them meaning? 

In 1911, Harrington Emerson said: 

“The principles of efhciency set forth a new view of the whole 
industrial problem. They define something infinitely greater than a 
system of management. They set forth a morality and provide prac- 
tical measures for its attainment ... It is the declaration of a new 
philosophy. 

“What about man? What about humanity, present and future? 
This is the test to be applied by every executive, because the ideal 
of humanity, not the ideal of selfish gain, underlies every principle of 
efficiency.” 

In the last 150 years has occurred the substitution of coal, oil, gas 
and distant waterfalls for human, for animal muscular energy. Formerly 
man carried out his plans by forcing other men, by compelling oxen and 
horses to work. 

“Now men carry out their plans by making uncarnate forces work . . . 

“To-day, on the average, each adult man is supplemented by 22 
mechanica! slaves. 

“As a producer of muscular energy, man is hopelessly outclassed; as 
an intelligent supervisor and director, he is just beginning to come into 
his inheritance. In these directions he has no competition nor limit to 
his value. 

“Muscular energy no longer counts for much. The world’s energy 
comes from engines, and any man who develops a tool or machine to do 
work formerly done by men is adding to the number of tireless slaves 
who serve first the inventor and then all humanity.” 

In the twenty-five years since those words were written, a whole new 
generation of business managers began as novices and have now become 
senior executives. All have been influenced either directly through study 
or forced indirectly by competition to observe and practice at least in part, 
the principles, the ideals, the philosophy to which this great movement gave 
expression. What has been the resulting contribution to humanity? 

Before the aims and responsibilities of modern industrial management 
can be defined so that they are understandable to a critical public, the 
accomplishments of this past quarter century should be briefly touched 
upon. Scientific management must be interpreted in terms of its contribu- 
tions to improving the lot of the common man, to providing an increased 
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well-being for the ordinary wage-earner and his family. Only as the public 
understands the significance of what industry has contributed to the nation’s 
growth and progress can the public be expected to go forward with industry 
to obtain greater benefits in the future. 

Let me point out a few of the milestones that were passed between 
the years 1900 and 1930. In that period the population of the United 
States increased by 51 million people. Of this increase less than 4 million 
persons were absorbed in agriculture. The remaining 47 million people 
were dependent for their livelihood upon industry and allied occupations. 

In these three decades, the output of American factories increased 
from 11 billion dollars’ worth of manufactured goods per annum to more 
than 70 billion dollars’ worth of goods. As against a population growth 
of 70 per cent. in a generation of the volume of manufactured goods 
multiplied by over 500 per cent., and in quality by perhaps 1,000 per cent. 

In thirty years, nearly 20 million new jobs for the people of the 
nation were created in industry, business, trade and other non-agricultural 
activities, while during the same period employment in agriculture remained 
relatively constant, fluctuating at above 10 million workers. 

While industry was affording support for over +7 million additional 
people, it was also raising the national income from 16 billion dollars to 
80 billion dollars. It was increasing the national wealth from 88 billion 
dollars to 362 billion dollars. While the population was increasing by 70 
per cent., the number of wage earners in manufacturing industry increased 
by 90 per cent. and the wages paid in manufacturing increased by more 
than 500 per cent 

Nowhere, in the history of man, can such a record of achievement in 
so short a span of years be duplicated. These accomplishments did not 
just “happen.”” They were the product, not of government, but of a free 
people, applying to the tasks at hand limitless energy and resourcefulness. 
a belief in individual liberty 





They were no less the product of a great faith 
which made this nation for generations a shining beacon to the oppressed 
of every land. Here was opportunity and a boundless future. 

It is true, of course, that America has possessed advantages which 
could be found nowhere else in the world. Here there was a fortunate 
combination of nature’s bounty, of climate, of soil, of limitless resources 
spread across a continent which knew no political boundaries; of a people 
recruited from the most venturesome of the old world stocks; of a unique 
form of government, which, by guaranteeing freedom and liberty, en- 
couraged men to do the best that was in them. But behind all these ma- 
terial advantages, the real driving power that has made possible such a 
record of achievement has been the impelling force of invention, research 
and creative management. 

As we look forward to the second third of this twentieth century, what 
are the aims to which the new profession—management—addresses itself 


to-day? What are the goals that lie beyond the new horizons? 


In the complex industrial society under which we now live, management 
no longer represents, as formerly, a single interest; increasingly it func- 
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tions on the basis of a trusteeship, endeavoring to maintain a proper 
balance of equity between four basic interlocking groups: 

1. The shareholders—The millions of people in all walks of life who 
join together to provide the capital, and thus the tools indispensable to 
modern production. 

2. The job holders—Those who, by brain or physical energy, make 
the tools productive. 

3. The customers—Those constituting the great army of purchasers 
who, by comparing one product with another, by closely scanning prices 
and quality, energize the competitive system in its constant search for im- 
provements that make for progress. 

4. The public—Those who are the indirect beneficiaries of this manu- 
facture and interchange of goods and services. They, the public, through 
their government, are the ultimate umpires, insisting that all participants 
in the transactions of business receive a fair deal. 

Let us now consider briefly some of the obligations that now attach 
to this trusteeship of management. Machines, materials and men—the 
cannot be assembled 





three primary factors of free business enterprise 
without money. To obtain this voluntary capital, the first essential is in- 
vestors’ confidence. As part of this essential, it follows that the enterprise 
must be operated so efficiently that fair and adequate profits, in proportion 
to the risk assumed, are returned to the shareholder. Management also 
owes an honest and adequate accounting of its stewardship to the share- 
holders, to the job holders and to the public; while no less important is 
constant vigilance in preventing loss of the capital investment. 

After the fundamental requirements of financial stability and credit 
have been met, management’s second set of responsibilities runs to the 
members of its working organization. As trustee for the job holder, man- 
agement must see that the worker gets his fair share of the fruits of the 
tree of productive enterprise, consistent with the rights of the shareholder, 
the customers and the public. 

As the interdependence of different social groups comes to be better 
understood, so are their mutual obligations to each other more clearly per- 
ceived. The job holder cannot produce without tools, materials and money. 
The shareholder cannot profit without the time, the ideas and the dynamic 
energy of men supervising uncarnate power now harnessed to the machine. 
None can have except as together all produce. 

Through the development of industry, labor has won its emancipation. 
Earning power no longer depends upon mere muscular brawn, but increas- 
ingly reflects skill and intelligence. Wages are set not by hours of hand 
labor but by the productiveness of the machine. In this new cycle of 
production-consumption and consumption-production, the job holder is also 
the source of purchasing power; in what he spends as well as what he re- 
ceives, he contributes to that reciprocal action without which modern in- 
dustry cannot function. 


When we turn to the customer, industry’s problems are far simpler. 
Most of us know how articulate the customer is in emphasizing what he 
wants. He knows his own power. He seeks the highest quality product 


23 














COST AND MANAGEMENT 


at the lowest possible price, delivered either on planned schedule or to 
meet his greatest convenience. Management’s job is the difficult one of 
pricing products low enough to insure adequate production volume and yet 
high enough to pay both the job holder fair wages for his labor and the 
stockholder fair wages for his capital. 

As we consider the possibility of fulfilling these responsibilities that now 
rest on management, we encounter at the outset two strange paradoxes. The 
first has to do with the relations between business and labor. 

The newspapers are filled each day with accounts of strikes, disputes 
between employers and employees, of hearings before regional labor boards, 
of appeals to the courts against this or that decision. The impression the 
public gains is of constant controversy and strife. Management and labor, 
instead of pulling together in unison, appear to be headed in opposite 
directions. 

Yet these surface indications seem to me merely a new form of birth- 
pains, which are completely deceptive as to what is really taking place. A 
new order of things is emerging; but as yet this new order has been obscured 
by dust clouds of words from political demagogues and radical agitators 
who have sought to extract personal advantages from the existing confusion. 
I venture the statement that, once the commotion subsides, those who have 
the interests of labor sincerely at heart and those who, no less sincerely, 
guide the destinies of industry, will be found nearer to fundamental agree- 
ment and accord than they have ever been before. 

The right of job holders to organize for purposes of legitimate col- 
lective bargaining is generally recognized, as is the desirability of intelligent 
and constructive leadership of labor organizations. The establishment of 
mutually satisfactory contractual relationships, religiously observed, makes 
for broader co-operation and builds toward industrial peace. 

Responsible labor leadership upholds the principles on which rests the 
American system of free enterprise. It accepts the fact that labor can 
prosper only as industry prospers. It understands that high wages are 
dependent upon efficient tools and that those who provide the tools are 
entitled to a fair return for their hire. ; 

Few differences of opinion are revealed when these underlying funda- 
mentals are analyzed. 

Neither a government inquiry nor elaborate statistics are needed to 
prove that American industry, by and large, has constantly striven to pro- 
duce more for less, to lower the price, and improve the quality, through 
increases in volume and efficiency. 

The philosophy of high wages and low prices through which increased 
purchasing power is spread among the workers, finds almost complete ac- 
ceptance to-day. Scientific management condemns without reservation both 
child labor and sweat-shop conditions; both are inefficient and clear evid- 
ence of poor management or antiquated social concepts. Similarly recog- 
nized is the necessity of healthful working conditions for employes, and 
the need for sick benefits and life insurance. 

The principle of collective bargaining is now established by law. While 


many provisions of the National Labor Relations Act may justly be criti- 
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cized as being discriminatory, and obstructing rather than furthering in- 
dustrial peace, yet its essential purposes will endure. Crude and faulty as 
the statute is, it represents an attempt to substitute collaboration for con- 
flict; its weaknesses will be corrected by amendment, as mutual confidence 
between labor and management replaces present suspicion and distrust. 

This new concept of mutuality of interest, this goal of constructive 
collaboration, is foremost among the aims of enlightened industrial manage- 
ment. No one minimizes the difficulties that still lie ahead. Many clearly 
anti-social practices, such as sit-down strikes, lock-outs, production sabotage, 
and gangster methods and labor racketeering must be eliminated. But if 
we work sincerely and honestly toward constructive industrial co-operation 
that co-operation will in the end be achieved. 

Another equally strange paradox is encountered when one turns to the 
existing relationships between business and government. Both government 
and industry are inextricably bound together in a common task—that of 
ending the depression and rebuilding the nation’s shattered economic life. 
Neither can solve this problem single-handedly. Yet instead of collabora- 
tion and co-operation, particularly in lifting the heavy burden of unem- 
ployment, we find uncertainty and confusion, suspicion and recrimination. 

Here, no less than in Europe, we are witnessing the reopening of that 
old argument which so perplexed the founders of our country. What are 
the functions of government; is it the servant or the master of men? What 
are the rights of the individual as against an all-powerful majority? What 
are “national” problems and what are “local” problems, and where is the 
line to be drawn between these two zones of administrative action? What 
is the proper field of public action and what can best be left to business 
initiative and enterprise? 

There are many evidences that government will, in the future, exercise 
an increasing voice in the conduct of business. Once bureaucratic regula- 
tions are established, they are seldom, if ever, abandoned. What we must 
strive for, therefore, is wise and intelligent supervision which aids rather 
than hampers business. That should be a realizable goal. Unless we are 
entering an era of political exploitation, whereby government is operated by 
and for the benefit of a vast party machine, rather than “for the people 
and by the people,” then government itself should welcome the collabor- 
ation of technical experts, trained in business and understanding the 
problems of business, who can bring to these supervisory posts the vision 
and the skill that is required. Government needs to profit by industry’s 
example and utilize, far more than it has in the past, this new profession 
of Scientific Management. 

Adding to these misunderstandings between business and government, 
and therefore tremendously increasing the specific problems of business 
management, is our present confused state of mind as a nation. We are 
torn between contradictions. We seek to have more by producing less; 
we try to make money buy more by decreasing its value. We strive to create 
employment and at the same time pursue relief policies that encourage idle- 
ness. We hold thrift a virtue and then set an example of profligate spend- 
ing. The right hand of government asks business to do something and the 
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left hand berates business for doing it. Taxes take an ever-increasing 
proportion of business profits; yet at the same time industry is being urged 
to put more men back to work. Federal monetary policy shifts from in- 
flation to deflation and then back to inflation again. In short, we are 
attempting, as H. G. Wells aptly describes our great American experiment, 
“to raies the temperature by boiling the thermometer.” 

The problem of readjustment is two-fold: first, reorientation of business 
men to the great economic and social forces which now surround and con- 
trol their own activities; second, an appreciation, by government officials 
particularly, that something more than hammers and monkey-wrenches is 
needed to repair the intricate and delicately balanced mechanism of the 
nation’s economic life. 

How industry must reorient itself is a problem that must be answered 
by management. We must add to those principles laid down by Harring- 
ton Emerson twenty-five years ago, a qualification which even he could not 
foresee. 

So great is the inter-dependence of modern industrial society that, 
however efficient any single corporation may be within itself, it yet may fail 
in the proper discharge of its functions because of factors or conditions 
wholly outside itself. These outside relationships are to-day all important, 
and are thus aptly described by Dean Donham: 

“As business men we have isolated ourselves. We have neglected 
sentiments and emotiens. We have disregarded social groupings, 
social routines, and the little ways that tie men together. We have 
magnified the importance of economic institutions and forgotten the 
dependence of these institutions on social stability.”’ 

Is it too much to hope that, as we undertake a fresh attack on the 
nation’s deepest and longest depression, we profit from the lessons of the 
past, from our record of achievement, by applying the principles which 
lifted America to primacy among the nations? 

Let no one delude himself that modern management is smug about its 
achievements. Let no one assume that we seek’to preserve the status quo, 
ignore mistakes and shortcomings of the past, or proclaim perfection or 
blind ourselves to rapidly changing social and economic conditions. The 
social responsibility of industry is no empty phrase—it is an obligation to 
which modern management is determined to bring far more than mere lip 
service. It ushers in a third dimension in the scheme of free enterprise. 
It calls for skill and creative accomplishment was struggling to create a 
new system of large scale financing, of mass production, of nation-wide 
distribution and merchandising in order to make possible the highest stand- 
ard of living the world has ever known. 

If it were possible, I would like to see the men of America who are 
managing business to-day, say to the American people that they adopt as 
an expression of their intent, their creed if you will, some such simple and 
understandable statement as follows: 

The Creed of Management. 
We whose responsibility it is to supply the needs of the public for 
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goods and services and who recognize our obligations to stockholders and 
employees, believe— 

That we should constantly seek to provide better values at lower 
costs so that more of our people can enjoy more of the world’s goods. 

That we should strive to develop the efficiency of industry so as 
to earn a fair return for the investing public and provide the highest 
possible reward for the productivity of labor. 

That we should stimulate the genius of science and utilize the 
methods of research to improve old products and create new ones so 
as to consistently provide new fields of employment for the present and 
the coming generations. 

That management should encourage fair trade practices in business 
which, whether effected by competition or co-operation, will be so 
shaped as to be for the best interest of our customers and of society 
as a whole. 

That it is management’s duty to be alert to its own shortcomings, 
to the need for improvement, and to new requirements of society, while 
always recognizing the responsibility of its trusteeship. 

That business in this country has never been what it could be and 
never what it yet will be. 

That business, labor, government and agriculture working hand 
in hand can provide jobs and the opportunity for all to work for 
security without loss of our liberty and rights as free men. 

That is my suggestion of a common meeting ground not only for 
management and labor, but for all of us. 

We know that, if we were faced to-morrow with the prospect of an- 
other war in which we were compelled to take part, a national unity of 
action would be quickly achieved. Yet the emergencies of peace can be 
no less vital than those of war. 

What we need, more than anything else to-day, is to afirm those prin- 
ciples upon which government and business, labor and agriculture can work 
together in the solution of a common problem. Once we are agreed upon 
our true objectives as a nation, unity of action will bring lasting business 
recovery. Without business recovery, based upon sound national policies, 


there can be no stability, no security—nor can liberty itself be long pre- 


served. 





The Function of the Wage Office 


By GORDON LOWE 


The function of the Wage Office for many years past in any form of 
manufacturing organization has been that of the correlation of certain 
meagre statistics for the purpose of preparing wages for payment each 
week to the operatives, and the purpose of the Wage Department com- 
menced and ceased in the carrying out of these operations. In such cases 
the Wage Office appeared to be quite content to accept without question 


27 








COST AND MANAGEMENT 


the returns of the operatives and the departmental foreman, with the re- 
sult that any collusion or favouritism in the department would pass un- 
noticed. The question appeared never to have been raised or considered 
as to whether the wages paid out were representative of the efficiency of the 
operatives concerned. The purpose of this department appeared to be that 
of preparing a weekly wage statement for each employee, passing the state- 
ment in its entirety and basing it upon returns supplied in the first place 
by that employee after being checked, possibly casually, by the departmental 
foreman. 

The Wage Office function in a modern organization is considerably 
different from that described above and takes into account an amount of 
fundamental factors which were totally ignored in the past. The Wage 
Office to-day is very closely allied to production statistics and individual 
operative eficiency, and the actual wage payments are co-ordinated with 
individual efficiency. The trend in industry to-day is definitely that of 
paying wages that are in all cases directly commensurate with effort made 
and good products or good work produced. The employee in the modern 
factory is assured of a wage, therefore, which will vary proportionately with 
the results obtained, the Wage Office function being that of arriving at the 
operative eficiency of each employee. 

The Wage Department Functions. 

The major functions of the Wage Department in a manufacturing 
organization can be summarized, therefore, as under: 

(1) The recording of labour engagement; transfer and dismissals. 

(2) The calculation of wages payable per employee. 

(3) The calculation in relation to No. 2 of individual operative 
efficiency. 

(4) The measurement of departmental labour efficiency. 

(5) The institution and control of a system which will ensure accuracy 

of wages paid in relation to products produced. 

It will be appreciated that the successful carrying out of the five func- 
tions enumerated above will influence considerably an increased statistical 
efficiency of the organization as a whole together with the productive ef- 
ficiency of each section of the factory. 

Recording Labour Movement. 

In large organizations it is possible that the actual interviewing and 
engagement of labour will be in the hands of a separate Labour department, 
but in any case records connected with the engagement of an operative will 
be passed automatically to the Wage department for note and record pur- 
poses. The legal necessity for the employer adequately to cover his own 
responsibility as associated with the employee will already be known and 
appreciated by readers, but each operative engaged should be requested to 
express his agreement with the various terms and conditions of employment 
as laid down on the company’s Engagement card. Each factory and in- 
dustry will have its own particular conditions in this connection, but the 
general and main points to be remembered are: 


(1) The engagement of the operative at a certain minimum basic rate. 
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(2) The employer and employee’s right to cancel such an engagement 
by giving a specified period of notice at any time. 

(3) The right of the employer to make certain specified reductions 

from weekly earnings for specified purposes. 


(4 


The right of the employer to make reasonable deductions from 
any monies due to the employee in the event of wilful negligence 
or damage caused by the employee, or by the loss of articles be- 
longing to the company and loaned to the employee. 

The problems of labour turnover represent a section in themselves 
upon which a whole article could be written, and it is therefore sufficient 
to state that the engagement and probationary period of an employee 
naturally costs the employer a considerable amount of money which results 
in a loss if that employee leaves the company. However, the constant 
engagement and dismissal of operatives in large numbers at certain periods 
of the year can be considerably reduced if careful production planning and 
a far-sighted selling policy are introduced and maintained, thus bringing to 
a minimum the necessity for seasonal trade. 

Employees should not be transferred from one department to another 
without a careful record being kept of the reason for the transfer, as apart 
from possible cost requirements, the location of all experienced workers and 
details of such experience are items of information which may prove valu- 
able at any time. Immediately any transfer takes place a notification should 
be forwarded to the Wage department by the foreman concerned. 

Wage Calculation. 

It is usual to find two types of wage-payments in operation giving two 
distinct bases for calculation. These are: 

(1) Where employees are engaged and paid at a specified hourly rate. 

(2) Where employees are paid on a piece or bonus basis. 

Later in this article the question of accuracy of returns, as far as the 
second item is concerned, will be discussed, but attention should be paid 
to the accuracy of returns as far as Time workers are concerned. Time 
cards which automatically record the times of entering and leaving employ- 
ment should be used to record the actual time worked, and providing a 
careful check is kept on the movement of such cards, ensuring in particular 
that one operative does not use any card but his own, there should be little 
difficulty in this direction. Every organization, of course, has a certain 
definite rule with regard to the reduction of a pre-arranged proportion of 
wages for lateness or absenteeism, and strict adherence to this rule should 
be enforced. 

In order to arrive at the earning capacity of each person in any sec- 
tion, a card is used, similar to that shown in Fig. 2 (such information is of 
assistance to the departmental foreman). On this card it is desirable to record 
the weekly earnings per employee as this can then be used when completing 
the half-yearly Income Tax returns and in answering any enquiries which 
may be sent to an employer with regard to an operative’s earning capacity. 
Operative Efficiency. 


In theory, the elementary method of deciding the individual operative 
efficiency of any employee is that of a comparison of actual effort with 
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possible effort. For example, if an employee produced 80 units per hour 
and it is possible, according to time study, to produce 100 units per hour, 
the individual efficiency is 80 per cent. Many excellent methods, of course, 
are in existence of determining operative efficiency and certain wage systems 
have been devised, apart from a straight piece rate system, which will give 
a monetary reward to the operative commensurate with the degree of 
efiiciency attained. 

It is a comparatively easy matter to arrive at the weekly earnings of 
an employee, working at an average degree of efficiency of, say, 80 per 
cent., and a calculation of the wages on this basis and a comparison with 
the actual wages earned should give a brief indication of the weekly average 
eficiency of each operative. If the departmental control is sufficiently 
effective and the accuracy of the wage returns without question, it would 
be safe to conclude that the higher the wages earned in a normal week the 
greater is the degree of productive efficiency. 

The danger should be stressed at this point of the employer succumb- 
ing to the temptation to reduce rates in cases where employees are found 
to be earning more than was originally anticipated. To reduce rates, once 
they have been set, for no reason other than that the employees are earning 
excessively high amounts, tends to destroy all confidence between employer 
and employee and is a practice (happily not frequently to be found to-day) 
which is to be greatly deplored. 

The Measurement of Departmental Labour Efficiency. 

When a definite operative efficiency figure has been produced, it is 
only a matter of correlating the individual figures to arrive at an indication 
of departmental labour efficiency. This proves to be particularly easy in 
sections where one product is produced and therefore where it is possible 
to determine what the output should be per operative per hour. 

Accuracy of Wage Returns. 

Tt is not possible to lay down any definite system which should be 
followed in order to ensure the accuracy of output returns and wages earned, 
but the one golden rule which should be obsetved in every case is that 
there should be some entirely separate check upon the accuracy of any 
individual returns of output and time put forth by the operative. The 
system usually adopted is for each employee to complete a Daily Output 
Sheet recording individual production, this sheet being passed to the Wage 
Office for wage calculation via the Departmental Inspector, who will make 


1 
a note of any faulty work (reducing the wages accordingly) and at the 


same time vouch for the accuracy of the return. 
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Labor's Aims and Responsibilities 


By ROBERT J. WATT 
American Workers’ Delegate to the International Labor Office 


An Address Before the Seventh International Management Congress, 


Washington, D.C. 


Before proceeding to describe ‘‘Labor’s Aims and Responsibilities,” 
let me make it clear that I am talking simply as one labor leader expressing 
his opinions on a very vast subject. If you asked each of our millions of 
members to express himself on this question, you would have nearly as 
many individual answers. But, grouping the answers together, you would 
find common agreement to many basic objectives. Labor does not ask 
all of its members to subscribe to a single program. Instead, our program 
is shaped and re-shaped according to the expressed will of our members 
through their representatives. 

I assume you want a fairly broad view of our hopes and problems 
rather than a summary of resolutions adopted at labor conventions. I 
shall give you my opinion freely, but I want you to realize that I am 
expre ssing my own appraisal. 

American labor to-day wants to be recognized as the partner of capital 
in production, as the customer of capital in distribution, as the majority 
voice in a political democracy, and as the substantial center of our com- 
munity life. 

Those aims may seem revolutionary to some and as mere platitudes to 
others. Personally, I regard them as healthy and constructive and Ameri- 
can. I believe that they are truly conservative in the best interests of 
defending the capitalist system of economics, and the representative system 
of a political and social democracy. 

Human rights are the basis of civilized life. Property rights are but 
one of the human rights of citizens. Before you can have a property right, 
you must have a community which has established community rules of 
conduct. Property rights should not be antagonistic to human rights but 
rather should be a consequence of the human rights of an individual! mem- 
ber of the community. 

Labor in America is becoming more and more aware of the necessity 
of re-establishing public recognition of this fundamental rule of society. 
Labor believes that the time has come when the self-appointed leaders of 
commercial, industrial, political and social life must be reminded that the 
influence they wield is valid only to the extent that it serves the public well. 

Labor realizes that the exalting of property rights under present 
economic conditions leads inevitably to the destruction of human rights 
and thereby the self-destruction of property rights. Labor insists that the 
property rights of the individual must be sustained by protecting and elevat- 
ing the human rights of every individual member of the community. We 
of Labor declare that property rights were created as a means toward the 
“life, liberty and the pursuit of happiness” for which our people maintain 


the agency of civil government. 
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Labor, therefore, will inevitably work toward a subordination of prop- 
erty rights so that those rights may serve and not obstruct the needs of 
mankind. 

Labor insists that the state and all its machinery exist for man and 
not vice versa. To hold any other view is to degrade mankind and to 
dissipate the accomplishments of civilization. 

This may seem a far-fetched theory to advance in a discussion of 
“Labor’s Aims and Responsibilities,’ but it is both the aim and responsi- 
bility of every worker, however vague or unconscious may be his individual 
recognition of the challenge of modern society. 

And it must equally be the responsibility of capital and management. 
Your function exists only within the realms of service to mankind. 

It is Labor's first aim and responsibility to defend and promote the 
human rights of man, to enjoy liberty of conscience. political, economic and 
social freedom, and the privilege of personai property rights. 

I have already said that American Labor wants to be recognized as the 
partner of capital in production. For many years, polite platitudes have 
been voiced about the partnership of capital and labor. Such talk is not 
particularly helpful because the industrialists refer to a partnership in 
which labor has a junior non-voting stock on which dividends are paid 
very seldom and only when unavoidable. 

As I see it, capital is invested in real estate, machinery and materials. 
The costs of interest, maintenance and depreciation are charged against 
this investment. Management is paid what seems to us very substantial 
amounts for handling this investment in a way which will bring profits to 


the owners. 
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Labor objects to being figured in just as an operating cost which must 
be squeezed down as low as possible. 

We know from bitter experiences that new machinery, new processes, 
together with the stretch-out, speed up and other so-called efficiency methods 
have sharply reduced the labor cost per unit of production. 

Such accomplishments are fine, in a shortsighted view, for capital and, 
of course, are a fruitful basis for vearly bonuses to management. But it 
is tough for labor as a wage earner and it is tough for industry so far as 
sales to wage earners are concerned. 

If efliciencies were fully passed along to the consumer, the real wages 
to labor would be increased (I should think), but I know that such results 
are rarely experienced. 

So Labor’s aim is to win higher wages. We believe that the machine 
should be a source of profit to the worker as well as to the owner. Higher 
wages per unit of production seem to us essential. 

At the same time, we maintain that the machine-created ‘buyers’ mar- 
ket” for labor is economically and socially harmful. We say that in a 
situation where productive capacity greatly exceeds consumers’ purchasing 
power, we must increase purchasing power by putting more men to work 
at shorter hours. 

Take the telephone company, for example. When they invest a few 
millions in dial equipment, it means fewer jobs for people. Our view is 
that there should be as many jobs but for shorter hours. The fact that the 
costs of machine installations are at rpesent financed by savings in labor 
costs seems to us an anti-social result. 

In other words, we believe that capital must not be allowed to write 
labor off the books. If the costs of a machine must be paid even if it is 
idle or if it is replaced, the property rights of the owner in his financial 
investment must be no longer superior to the human rights of the worker 
to the property value of his labor. 

We believe that the worker must be given conditions of work which 
will not impair his health or safety. We insist that any necessary protec- 
tive devices, sanitation, suitable ventilation, light, heat, and so forth, must 
be given the worker just as carefully as costly machinery is installed, main- 
tained and insured against accident. 

We want these objectives, I have said. You may ask, how do we 
propose to get them. 

American Labor, like British or Swedish workers, aim to get those 
rights by joining with strong unions of their own choice and by collective 
bargaining. 

We prefer not to ask for the shorter work week and higher wages by 
government action. Like our British brothers, government action has 
seemed necessary only where sufficient organization is lacking. Thus the 
reason for the so-called interference of government in industry is largely 
traceable to the fact that industry in the past has so substantially blocked 
unionization. In other words, industry has forced popular demand for 


government intervention because it has prevented adequate expression of 


the wishes and needs of its workers. 
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So, despite the strong complaints of the American Federation of 
Labor to the administrative policies and practices of the National Labor 
Relations Board, the labor movement agrees that the Wagner Act principles 
must be maintained as the foundation for the adequate and effective organ- 
ization of workers. 

The aim of labor is to organize the great majority of all wage earners 
into a united and vigorous organization through units appropriate for the 
best representation of the workers in the individual craft or industry. 

Such an organization will involve heavy responsibilities, of course, but 
those responsibilities must be the moral discipline of self-control. Just as 
long as industry combats unionism by guns, gas, clubs, stooges, spies, com- 
pany-paid sheriffs, vigilantes, or unjust injunctions, just that long will labor 
unions be headed by militant organizers. The struggle for survival breeds 
the fighting union leader rather than the patient negotiator or competent 
administrator. 

My message to management on the subject of labor union responsibility 
is this: You can have discipline and responsibility within labor unions as 
soon as you stop waging war against labor unions and give your workers a 
chance to develop their own patterns of union discipline and responsibility. 

But the idea of incorporation is just the child of hostile and ignorant 
scheming. It is just the ballyhoo of your own vicious propaganda. Regis- 
tration of labor unions in Britain infers a privilege of tax exemption and 
that is about all it does. 

The study of British and Swedish labor union practices in which I 
was privileged to participate as a member of President Roosevelt’s Commis- 
sion, has convinced me that we cannot import a ready-made formula to 
legislate industrial peace. What we can do is to take advantage of what 
they have learned and try to reach our destination without suffering all 
the troubles and mistakes which they experienced. 

The responsibility for attaining harmony in labor relations rests with 
management and the banker-broker boards of self-perpetuating directors 
who control management policies. The responsibility rests with you gentle- 
men, not with Labor. Your short-sighted oppdsition to unionism has en- 
riched detective agencies, trouble-making labor spies, and the Pearl Bergoffs 
of the world; and your stockholders and employees have suffered in con- 
sequence. You have chosen price competition based on chiselling down 
labor costs, whereas you could have maintained the interests of your stock- 
holders better by improving the conditions and purchasing power of your 
workers. 

We believe competitive industry should be forced to refrain from com- 
petition financed by wage cuts. Industry meets substantially the same in- 
terest rates on money used in its business. Industry must be prepared to 
pay labor costs on comparatively equal terms. 

American Labor does not seek this objective by legislation, except on 
certain basic minima by which the marginal or chiselling fringe are con- 
trolled. We maintain instead that nation-wide organization of labor will 
provide the basic standards of wages, hours and conditions upon which all 
employers in a given industry will operate. 
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American Labor insists that wage costs and conditions must be removed 


from the field of competition and that this reform must be achieved by 
the effective organization of all the workers in trade or industry. 

That discussion naturally raises the next objective which I mentioned 
at the beginning. As partner of capital in production, Labor must be 
recognized as the major customer of capital in the distribution of goods 
produced by the partnership. 

The wages paid to Labor automatically become the purchasing power 
of the multitude. A wage cut automatically shrinks industry’s markets, 
and thereby reduces the opportunity for capital and labor to operate profit- 
ably. Furthermore, the temporary advantage gained by one competitor 
through a wage cut provokes other competitors to initiate the example. 
As a result, the original competitive relationships are restored and the one 
accomplishment is to make goods a little cheaper and a little less accessible 
to the working man consumer. 

So the working men and women of America who have been described 
as the partners of capital have concluded that the partnership must become 
much more thoughtful of its customers, organized Labor demands that the 
traditional splurge and slump habits of American trade and industry must 
be reformed, and reformed quickly and thoroughly. 

Labor points to the tragic shortsightedness of our financial and indus- 
trial leaders in the past who have tolerated a condition in which one-third 
of the nation are indeed “‘ill-housed, ill-fed and ill-clothed’’ because they 
permit average family incomes among that third of only $470.00 a year. 

May I call your attention to the fact that organized Labor to-day is by 
no means restricted to the skilled craftsmen. The most impressive accom- 
plishment of Labor in the past three or four years has been the organization 
of an increasing number of poorer paid workers. 

For many years, only the so-called aristocracy of labor could be or- 
ganized because their skill prevented easy substitution of scabs. The legal 
right to organization for collective bargaining may have existed but the 
mass industry workers knew that union membership was rewarded by dis- 
missal and probable blacklisting, with the Wagner Act, the mass industries 
can no longer lock their gates against labor unions. The worker of the 
large scale industry is being organized. 

That is why labor inticipates that capital will review its wage and labor 
policies. The aim of labor is to have sufficient purchasing power among the 
multitudes so that the wheels of industry may run on an orderly year round 
basis. 

The splurge and slump policy must be succeeded by a wage policy for 
consumer maintenance of markets. 


Labor will insist that wages and employment must be sustained by 
industry as producer and distributor or else that the taxing power of gov- 
ernment be used to provide purchasing power to those who cannot find 
work at decent wages. 

To me, that objective is a conservative approach to solving economic, 
social and political problems of basic importance. 


That objective involves politics and properly so. Labor people are the 
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majority group in our political democracy and gradually Labor is becoming 
conscious that its interests are best served by united political action. 

Labor has already demonstrated that its traditional policy of “support 
our friends and defeat our enemies’ can bear fruit when the issues are 
made clear. I predict that Labor will increasingly recognize that its interests 
can be served only by conscientious liberals. 

American Labor prefers not to undertake any third party movement, 
but it is obvious that such a movement may gain headway if the major 
parties give only a “tweedledum, tweedledee” choice. 

Back home in Massachusetts, I know that our people have been finding 
it increasingly unsatisfactory to have to choose which of the two or three 
candidates is the lesser evil. 

Management exerts a substantial influence in politics. I ask you 
gentlemen to consider the necessity of affording an honest choice of clear 
cut programs and candidates. The American worker will refuse to accept 
subterfuge indefinitely. 

Labor, after all, is a substantial center of our community life. It is 
high time that the public as a whole recognized it to be a fact. 

Those who attempt, except during campaigns, to make it appear that 
Labor is only a small edge in the community circle are hurting themselves. 
Those who denounce Labor as a selfish minority are creating ill-will in the 
community, and are making class-onscious the group which is the majority. 

Organized Labor may not yet count within its rank all who labor, but 
organized workers voice the hopes and needs and program of its un- 
organized brothers and sisters. Let none of you mistake that fact. 

Once upon a time you could brand the Labor leader as an agitator 
and turn many workers against him. You cannot do so to-day, except in 
rare cases and by great effort. 

I am an American Federation of Labor man. I am a member of a 
skilled craft and have been a union member for more than twenty-five years. 
I have seen the militia drive our people along the streets. I have seen 
scores of union leaders wrongfully denounced as agitators, radicals and 
communists. I have seen the community misled: by propaganda into action 
against its own best interests. I have seen our workers exploited during 
good years and left hungry during slumps. 

Out of this experience, shared by millions of others like me, has come 
a recognition of the unity of Labor’s purposes. The rank and file of 
American Labor may differ as to the type of union they prefer, and may 
disagree as to the leadership to be trusted, but they have come to recognize 
that Labor stands together on public issues. 

In closing, I should apologize for my excursion into subjects outside 
of the technical scope of industrial management. I did so deliberately, 
however, because I want to emphasize that you cannot determine your 
labor policies by slide rule! 

Labor is but a group term for working people. They are people like 
yourselves, with the same desires to earn a decent living for their families 
in self-respecting circumstances at jobs which they can enjoy. They may 


not be as sophisticated as executives usually are, and especially in terms of 
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leadership our officers may appear crude in their inability to use fifty cent 
words to express their grievances and their programs. But you can solve 
our community problems only by viewing Labor as a mass movement of 
individuals with the same sort of hopes and feelings and needs as yourselves. 

Management can determine the sort of leadership which Labor provides 
because you determine whether we must plead our cause by force or by 
reason. Give us conference table discussion of honest issues and you will 
get that type of leadership. If you give us the Mohawk Valley formula, 
you will get militant unions with fighting leaders. If you give guns and 
gas to meet our grievances you will get the sit-down strike and the flying 
squadrons. 

You cannot breed respect and confidence by the stool pigeon and 
labor spy. Every union which you smash by force and deceit will be suc- 
ceeded by a tougher, harder union, ready to match itself against your 
tactics. 

But, gentlemen, I believe management has learned much by past mis- 
takes. When I was told that Mr. Ching was to be the chairman of this 
session, I asked the leader of a Rubber Workers’ Union for some inform- 
ation about him. I mention this not for flattery, but as an example of 
progress. He said, without hesitation, that Mr. Ching is a fine fellow in 
whom they have confidence and that he wished the industry had more Mr. 
Chings. 

Yes, management has progressed, and labor has kept step. Unions in 
America will continue to advance if you treat us with respect and confidence. 
Respect for contracts, avoidance of strikes, co-operation in meeting new 
problems, all of these are typical of the older unions which have been 
fortunate enough to have fought their battles in the past and won a status 
of partnership. 

I urge you to hasten the transition in other fields of industry. Mr. 
Ford once sought to get the boys out of the trenches before Christmas. 
The leaders of industry can get labor unions out of the trenches and into 
a state of mutually respectful partnership if you will come half way and 
prove your good faith. But labor must stay in the trenches as long as 
management seeks to exploit and abuse its workers, to deprive its customers 
of purchasing power and to ignore its community responsibility. 

It is the duty of all decent people to find a basis for friendly agree- 
ment for real co-operation toward a happier and healthier community. 
Civilization advances only by progress and freedom of the intellect and 
conscience of all the people whether they sit in the executive’s armchair 
or sweat in the foundry. And in America, we all want to go forward and 


are glad to go forward together. 


Wasted Man Power 


(From “Manufacturing and Industrial Engineering” 





A certain foreman, in order to get his men interested in plant ef- 


ficiency, asked each one to list all the causes of wasted man-power in the 
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department and to turn the list in to him unsigned. Here are some of 


the causes he got: 

1. Misunderstanding foremen’s instructions. 
Work not properly laid out for men. 
Ventilation bad. 

Lack of tools. 
Machines in bad shape. 
Defective material. 
Men on wrong jobs. 


8. Poor lighting. 
The foreman then prepared a list of points on which he felt the men 


th 
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themselves were responsible, as follows: 
1. Going ahead when instructions were not clear. 
2. Disregard of certain work rules. 
3. Not using tools and equipment properly. 
Improper living habits and lower physical efficiency. 
“Dragging out” the job. 
Horseplay and practical joking. 
7. Indifference, inattention and thoughtlessness. 


To the above list, and arising out of it, may be added avoidable ac- 
In 1937 over 70,000 accidents were reported to The Workmen’s 


Aw sp 


cidents. 
Compensation Board of Ontario. One way to control man-power waste 
is to eliminate accident hazards in your plant. 

There seems to be one item missing which is of very great importance, 
and that is “Awaiting Materials.” 

It would seem that there is probably more waste man-power in industry 
because of men awaiting materials due to bad planning than any other 
source. We know of at least one case where such lost time is charged to 
the Stores or Planning Department in order to bring to the attention of 
such departments the need for real care in planning jobs, and this system 
had a real effect on such poor planning. If industry generally were to 
make an investigation into lost time and the reasons for it, we venture 
the opinion that much time could be saved and costs reduced tremendously 


as a result. Here is a real field for Cost Accountants to prove their real 


worth to industry.—Editor. 





The Forum 


January 6th, 1939. 
To The Editor,— 


A year ago we instituted a system of Standard Costs, and at that time 
set up provisions for Material, Labour and Overhead Variations. Now 
the question arises as to whether or not we are correct in charging such 
variances to Profit and Loss, or whether we should set up these charges, 
or credits, as an Inventory Reserve. 


My own personal opinion is that either method is correct, according 
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to the outlook of the management, but I would like to know from some 
member or members what is being done in actual practice. 


Yours respectfully, 
Company “AB.” 





SITUATIONS WANTED 


Young man, at present employed, is desirous of obtaining a position that wiii 
offer an opportunity for advancement. Experience with London, England, firm oi 
general merchants and four years with manufacturing concern in Canada. Account- 
ing, shorthand and typing, calculating operations and all general duties. Some cost 
experience. Apply Box 19, “Cost and Management.” 





Young man, at present engaged, desires position of Cost Accountant in Toronto 
or vicinity, with opportunities for advancement. Has had several years’ practical 
experience as Cost Accountant, is well qualified and is at present studying for 
second year Society examinations. Apply Box 26, ‘‘Cost and Management.” 





Young man, at present employed as Cost Accountant in manufacturing firm and 
with seven years’ experience as Accountant and Cost Accountant, desires change. 
Position as Cost Accountant sought with responsible company, preferably in Hamilton 
area but not essential. ‘Time study and production control experience. Capable of 
taking charge. Apply Box 33, “Cost and Management.” 





Young man, at present employed, and with ten years’ experience in general office 
routine, desires change of employment. Experienced in accounting and cost account- 
ing, and is at present studying cost accounting. Moderate salary asked in return 
for chance to prove ability with opportunities for advancement. Apply Box 35, “Cost 
and Management. 





Stock Control Manager, with many years of experience in this field, and with 
knowledge of a fool-proof system eliminating periodical inventories, is anxious to 
obtain position where such knowledge and experinece is needed. Box 37, “Cost and 
Management.” 





Cost Accountant and Office Manager with ten years’ experience in Cost and 
Production Control, also Purchasing, desires position with sound company. Graduate 
in Cost Accounting and in Production and Personal Management. Comprehensive 
experience in Foundry and Machine costs, and has three years’ shop experience in 
Wood Pattern Making. Apply Box 38, “Cost and Management.” 





Young man with ten years’ experience as Cost Accountant and Accountant, 
Production and Cost Control, desires position, preferably near Montreal. Fully 
capable of taking charge. Apply Box 39, “Cost and Management.” 





Accountant with both Industrial Accounting and Cost Accounting experience 
extending over fifteen years, is anxious for position. ‘Thoroughly capable and would 
go anywhere for good position. Apply Box 40, ‘“‘Cost and Management.” 





Young man with Accounting experience, at present studying Cost Accounting, is 
anxious for position in Montreal area. Well educated and fully capable. Apply 
Box 41, “Cost and Management.” 





Accountant, young, experienced and with excellent references, is anxious for 
position in Montreal or vicinity. Student of Cost Accountacy. Apply Box 42. 
“Cost and Management.” 
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GEORGE APPLETON 


Honorary Treasurer of the Society and immediate 
Past Chairman of the Toronto Chapter. A _ hard 
worker for many years for the Society generally, 
George is one of our most genial members. 
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